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E.0.11652:N/A 
TAGS: MTN, EEC, ETRD 

SUBJECT: THE EC REQUEST FOR IMPROVEMENTS IN THE U.S. 
INDUSTRIAL TARIFE OEFER - SHORT ANALYSIS 

REES: (A) GENEVA 5522, (B) GENEVA 5673 

REETELS PROVIDE INFORMATION ON EC REQUEST LIST FOR IMPROVE- 
MENTS IN THE U.S. TARIFF OFFER. WE HAVE UNDERTAKEN THE 
FOLLOWING ANALYSIS WHICH WASHINGTON AGENCIES MAY FIND 
HELPFUL. 

1 . OVERVIEW: THE EC'S BASIC REQUEST IS THAT THE U.S. 

OFEER REDUCTIONS ACCORDING TO THE SWISS FORMULA (AT 14) 

"ON ITEMS SUBJECT TO TOTAL OR PARTIAL EXCEPTIONS." 

PARTIAL EXCEPTIONS BY THIS DEEINITION PRESUMABLY INCLUDE 
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NOT ONLY LESS THAN FORMULA REDUCTIONS, BUT REDUCTIONS AT 
THE MAXIMUM OE 60 PERCENT IF THE APPLICATION OF THE SWISS 
FORMULA WOULD HAVE ACHIEVED DEEPER CUTS. SIGNIEICANTLY, 
HOWEVER, THESE LATTER, WHICH MIGHT BE TERMED "TECHNICAL 
EXCEPTIONS," ARE NOT LISTED AS ITEMS OF PARTICULAR 
INTEREST. 
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THE EC'S LIST OE ITEMS OE PARTICULAR INTEREST COVERED 
NEARLY 120 TSUS OR TSUSA ITEMS (THE NUMBER INCREASES TO 
NEARLY 200 WHEN THOSE ITEMS COVERING CLOCKS AND WATCHES 
ARE COUNTED SEPARATELY). ALL OE THEM ARE MANDATORY OR 
ECONOMIC (LULL OR PARTIAL) EXCEPTIONS. BASED ON 1976 
IMPORTS, THE REQUEST LIST COVERS $4.5 BILLION IN U.S. 

IMPORTS, OP WHICH THE EC SUPPLIED NEARLY $1 BILLION, OR 
22 PERCENT. 

OP THE 200 REQUESTED ITEMS, THE EC WAS AMONG THE 
"TOP 3" SUPPLIERS IN ABOUT 147 INSTANCES, OR 75 PERCENT 
OP THE TOTAL. THE EC WAS "PIRST SUPPLIER " IN 71 
INSTANCES (36 PERCENT), AND IT SUPPLIED 50 PERCENT OR 
MORE OF U.S. IMPORTS IN THE REQUESTED ITEMS IN 42 
INSTANCES (21 PERCENT). ITS POOREST PERFORMANCE IN TERMS 
OP TRADE INTEREST WAS IN THE NUMEROUS LINES COVERING WATCH 
MOVEMENTS, WHERE EVEN IN THE PEW INSTANCES WHERE IT WAS 
A TOP 3 SUPPLIER, ITS MARKET SHARE OP U.S. IMPORTS WAS 
MINIMAL. 

IN THOSE INSTANCES WHERE A MEMBER STATE HAD AN 
IDENTIPIABLE TRADE INTEREST (I.E., A MEMBER STATE SHARE 
OP U.S. IMPORTS IN THE ITEMS CONCERNED OP 5 PERCENT OR 
MORE), THE ODDS WERE ABOUT 1 IN 3 THAT THE REQUEST WOULD 
BE OP PRIMARY BENEPIT TO ITALY. IN ABOUT 1 IN 4 REQUESTS, 

THE PRIMARY BENEPICIARY WOULD BE WEST GERMANY. EITHER UK 
OR FRANCE WOULD BE THE PRIMARY BENEPICIARY IN ABOUT 1 OF 
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6 REQUESTS. 

2. MANDATORY EXCEPTIONS: ALTHOUGH THE EC HAS SOUGHT 
DEBATING POINTS BY REPERRING TO U.S. MANDATORY EXCEPTIONS 
(INCLUDING PETROLEUM EXCLUSIONS) IN PAST BILATERALS, THE 
ONLY MANDATORY EXCEPTIONS INCLUDED AS ITEMS OP SPECIAL 
INTEREST ARE SEVERAL LINE ITEMS COVERNING NONRUBBER 
POOTWEAR. THE EC DID NOT REQUEST EVERY POOTWEAR MANDATORY 
EXCEPTION, BUT THEY DID REQUEST, POR EXAMPLE, AT LEAST 

ONE ITEM IN WHICH THEY HAD NO 1976 TRADE (700.25) AS WELL 
AS THEIR MAJOR TRADE ITEMS (700.35-$l 16 MILLION AND 
700.45-$ 189 MILLION). THE EC IS WELL AWARE, OF COURSE, 

THAT THE U.S. CAN MAKE NO OFPERS ON THESE ITEMS AS LONG AS 
IMPORT RELIEF REMAINS IN EPPECT. PERHAPS THEY ARE LAYING 
THE GROUNDWORK POR THEIR OWN POOTWEAR WITHDRAWALS/EXCEP- 
TIONS. 

3. ECONOMIC EXCEPTIONS (PULL): THE EC REQUESTED PORMULA 
REDUCTIONS ON A NUMBER OP ITEMS WHICH WERE FULL ECONOMIC 
EXCEPTIONS IN THE INITIAL U.S. OPPER. GIVEN OUR MAXIMALIST 
APPROACH, THESE ITEMS CAN ONLY BE CONSIDERED AMONG THE 
MOST IMPORT SENSITIVE, AND POR WHICH A STRONG ECONOMIC 
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JUSTIFICATION CAN BE DEVISED IN NEARLY EVERY INSTANCE. 
THE EC IS RARELY THE PRINCIPAL SUPPLIER (EXCEPT EOR THE 
SCHEDULE 5 ITEMS), AND IN TEXTILES, THE MAIN BENEEICIARY 
IS LIKELY TO BE KOREA, HONG KONG, OR TAIWAN. 

4. ECONOMIC EXCEPTIONS (PARTIAL): THE EC REQUESTS HERE 
ARE AIMED AT IMPORT SENSITIVE "ECONOMIC EXCEPTIONS" 
(CODED L) RATHER THAN WHAT WOULD HAVE BEEN CONSIDERED 
"TECHNICAL EXCEPTIONS" BY VIRTUE OF THE 60 PERCENT LIMITA- 
TION ON U.S. NEGOTIATING AUTHORITY. WE MAY BE ABLE TO 
RESPOND TO SOME OE THESE BECAUSE OBVIOUSLY THEIR IMPORT 
SENSITIVITY IS LESS THAN IN THE ABOVE CATEGORY. YET THE 
EACT REMAINS THAT MOST OE THESE REQUESTS WOULD BE DIE- 
FICULT TO MEET AND, IN NUMEROUS INSTANCES, THE U.S. COULD 
LIMITED OFEICIAL USE 

LIMITED OEEICIAL USE 

PAGE 04 GENEVA 06106 01 OE 02 21 1946Z 


LIMITED OEEICIAL USE 


NNN 

LIMITED OEEICIAL USE 

PAGE 01 GENEVA 06106 02 0E02 2II947Z 
ACTION STR-07 

INEO OCT-OI STRE-00 ISO-00 10-13 AGRE-00 CEA-OI 
CIAE-00 COME-00 DODE-00 EB-08 FRB-03 H-OI INR-IO 
INT-05 L-03 LAB-04 NSAE-00 NSC-05 PA-OI CTME-00 
AID-05 SS-I5 ITC-OI TRSE-00 ICA-II SP-02 SOE-02 
OMB-OI DOE-15 JUSE-00 OIC-02 AE-IO ARA-IO EA-IO 
EUR-I2 NEA-IO /I68W 

001064 2II952Z/43 

P2II8I3ZAPR78 
EM USMISSION GENEVA 
TO SECSTATE WASHDC PRIORITY 8742 
INTO AMEMBASSY BRUSSELS 


LIMITED OFEICIAL USE SECTION 02 OE 02 GENEVA 06106 

USMTN, USEEC 

ACTION STR PASS ELECTRICALLY 
STR PASS CODEL 

NOT MEET THE REQUESTED RATE BECAUSE OE THE 60 PERCENT 
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LIMIT. IT IS CURIOUS THAT IN REQUESTING EULL SWISS 
EORMULA APPLICATION TO THESE ECONOMICALLY SENSITIVE ITEMS 
THE EC HAD NO QUALMS ABOUT ASKING FOR DEEPER THAN 60 
PERCENT REDUCTIONS - KNOWING FULL WELL THAT THE UNITED 
STATES COULD NOT MEET THE REQUESTED RATE - YET THE EC 
DID NOT SPECIEY LESS SENSITIVE ITEMS (CODED F) WHERE THE 
U.S. MADE A MAXIMUM 60 PERCENT REDUCTION (BUT NOT THE 
REDUCTION CALLED FOR BY THE SWISS EORMULA. 

5. U.S. MTN DELEGATION HAD ONE SESSION WITH THE EC 
(COMMISSION AND MEMBER STATES) ON APRIL 20 ON ITS 
REQUEST LIST AND EXPECT TO COMPLETE AN INITIAL REVIEW OE 
ITS LIST WITH THE EC ON APRIL 25. OUR RECOMMENDATIONS 
WILL FOLLOW SHORTLY AFTER THAT DATE. 
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6. DRAFTED BY MALISH. MCDONALD 
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